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1. (a) 2
MSE (Ywh\t) = E; ((Y}Jrh - Yt+h|t) )

(b)
B (Vi)
( Yien = Eo(Yern) = (Vion - Etmm))z)
( Yien = Bi(Yirn))® = 20Vien — Ee(¥ien) (Yepnpe = BeVirn)) + (Vosne - Et<Yt+h>)2)
= Bu ((Yern = Ba(Visn))?) = 2B ((Vien = Be(Vern) (Fesne = Bu(Virn)))
+E, ((Ymt - Et(Yt+h)>2>
= var(Veen) = 208V 1) ~ Be¥ern) (Feane ~ Be¥ii)) + (Feonge ~ Bel¥iin))
= vary(Yian) + (Frangs — EilYi))
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Ei(yi+1) = Ee(o1y: + d2ye—1 + wiy1)
= O1ys + G2yr—1 + Ee(wey1)

{w,} 13 iid ROT
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Et(Yt+2) = Et(d19r+1 + 2yt + wii2)
= ¢1 Et(ye11) + P2yt + Er(wey2)
= ¢1(P1ys + d2ys—1) + d2yr + E(wiyo)
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vary (Yer1) = varg(d1y; + Gayi—1 + weg1)
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vary(yir2) = vary(¢1yer1 + P2y + wita)
= vary(@1Ye+1 + Wey2)
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